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wholesale diseounted rate. The services promoted by BenSouth will, of course, remain ;.
aVBll~ble for resale at the tarlffed ra~e .. the who'-,•• dleQOunt. A competitor may :

offer any promotional Incentive It wishes to respond to a BellSouth promotion.

j,.I0k-iJD and J.ifIIlne §.t[Yice

The CommisSIon has previously ordered that these services shall be avaitable for J

resale to those eustomers that qualify for this service. Currently, Llfenne service Is not'

avallable in Kentucky. AT&i may offer Link-Up service only to those cus.tomers eligible·

to rdcs:ve them. AT&T \s required to discount the Link-Up servtoe by at least the

percentage currently used by BellSouth. In addition, AT&T is responsible for applying:

to N~CA to receive compensating funds as BellSouth currently does.

~11acd 911 servlcel

Ni i services are not available In ~ntuoky. Therefore, this issue is moot. ;11 ;

services I which are purchased by numerous governmental entities in KentuckY, are;

telecommunications services available to users who are not telecommunioations

providers. Therefore, they shall be made available for resale at the wholesale

discounted rate as outlined In SeetJon 251(c)(4)(A) of the Act. The Commission reaffirms

Its previous dscisiOn on this Issue.

Sts1e-Spectflcr Mandmd eJan.

BeIlSouth does not currentJy offer any state-specific mandated dlsoount plans t~

its customers iTl Kentucky. Conaequently. this Is a not 8n Issue at preaent. Should any

dlsCiOunted tariffs be reqUired In the future, AT&T wnl be allowed an opportunity throug~

the complaint process to present tts argument for resale to the Commission.
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Use ~oc1 User R§'~m1QDI

AT&T requeSted that the Commission reoansider ita decision on this Illue I
, .

reac1?ed In Case No. ;6-431." In that case the Commission' found that the general :

cubsc;:riber tariff of any ILEe should be the basis for the term. and condition. of resale

effered to competitors,' The basis for AT&T's request is paragraph 930 of the FOC's;

First Report and Order in FCC ge-325l
e which states that resale restrictions, Including I

'those in en ILEC's tariff, are presumptively unreasonable. AT&T also points out that

paragraph 939 gives the ILEC the burden of proving tha~ a proposed restriction Is'

reasonable anti nondiscriminatory. ihe CommissIon concul'8 with AT&T's pos~ion and;

will modify its decision in Case No. 96-431 to require that an ILEe must support its:

position that a particular tariff condition or limitation Js reasonable.

NQn-BeCtJrrlng Charges

BellSouth argues that non-reetlfTing eharges should not be subject to the
I

wholesale discount because they represent servioes that do not have any avoided costa.

However, although Individual service$ may have different levels of avoided costs. the

wholesale discount rate Is set at a composite rate for all services. Therefore. while 80m.

serv~s may have more or less avoided co~ the wholesale dl&count rate approprlatBiW

Case No, 96-431, Order dated December 20, 1Se6.

~ at 7-6.
6
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appl~s to aU servicet; 8ubjed to resale. Accordingly, the proper whole..'. discount rate i

i
I .

shaD !be applied to non-reeun1t'g charges.
, I

II, APPROPRIATE WHOLESAL.E RATES
(PAR.TIES' ISSUES 21 AND ~)

In Case No. 96-431, 'the Commts&ion established a composite wholesale discount j

rate of 15.1 percent. The decision Was based upon the ev1dence filed by MOl and,

6el:South. In this ea;e AT&"f ha9 presented new Information upon which the l

Corl'l(r"lissioi"l has modified 1m previous lt1alyl;ls. Th! Ct)tt1ml••Jtjn'l decision on the'
. : !

\fmoiesale discount rate in case No. 96-431 is the starting point for the edju&tments. that

it wi'lI make In this proceeding.

In Case No. 96-431, the Commission treated uncotleetibtes 88 an indirect expensei

and calculated that 10.04 percent of this account would be avoided. In this proceeding,:

AT&T includes 100 percent of the uncollectible expenses In its calculation of the.

wholesale discount rate, while BeUSo'uth proposes in its (esale study to include 100

percent of uncollectible expen&e~ as avolded. In tts study based on the FCC Order,

BellSouth followed the FCC methodology by Including the uncollectIble amount only as

determined by tne indl:-ect allocation meter. However, BellSouth wttness Reid t8atifted

at the hearing that it would be unreasonable to clBsstfy as aeUSouth costs uncollectible
. ,

co:rls InculTGd by resallers pursuant to sale of services to end-users,7 Since both parties

ar~ in agreement 8S to the level of avoldabnlty of unoollectlbles, the Commission wih

7 Reid. Tr. Vol. '2, at 183-84.



G2-05-97 01: j' '~~. \~ "PI~': Ftm 1·'l'ORY• I'll ( •• Vb•••t\lU~l\.

i
I

F'EB. 1:1. 1~97 12: 47PN PSC 5e2 S64 3400
,

TO 914045295122 P012/01€

tlO.293

adju&t BeliSouth's iV/holesate discount calculation to Include 100 percent of the
, !

uncoUeotlble s~penSgB as aVDlded.
~ !, ,

The Comrrylssion alao will adjust the amount of revenue," Included In ita study In

Case No. 96-431 to reflect the Inclusion of Items that will be available for resale. In

Case No. 96-431, the CommJsslon mirrored the revenue number used by BellSouth in

Its wholesale diEicount studies. However this number is incorrect becau$e BenSol.lth

e)(cluded revenues from CSAs, grandfathered servi~s, non..reourring charges, and

E911/911 ~ervlce revenues on the basis that these Items should not be avaDable for!

resale. The Comrnlssion has, hov.rever, determined that th.le items should be available:

for resalo and therefore Includes these revenues In Its calculations.

The C.ommission will also make an adjustment to reflect a change in the

calculation of the indirect expense factor. AT&T correctly pointed out that the calculation

of the indirect expense allocation factor should be computed by dividing directty

avoidable expenses by total dlrec1 &)q:)enses, not total expenses. The Commission

changes the cal:;ulation of the Indirect factor by including only total direct expenses in

the denominator. :

company determ!ned that the percent of avoided eosts In these accounts should mirror

-8-
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the percentage of avoided costs in the! can completion and number "Nice. accounts·

8S determined by the Oommisslon in Case No. 96-431.

At paragraph 919 of the FCC's First Report and Order. the FCC determined that;
.. .

plant specific and plant nonspecific exPenses a,.. presumptively not avoidable wlth the'

exception of general support expenses. Aceounis 6220 and SS80 are Included in the
,

group of accDunis which are presumptively not avoidable. FCC Rule 51.609,

"Determination of avoided retail costs." states that costs in these accounts may be

treated as ;avoided retail costs only: to the extent that a party proves to • state

commIssion that specifio costs in the's~ accounts can be avoided. Accordingly, the

burden of proof in this case fles with AT&T.

AT&T's assumption regarding the relationships between the referenced accounts

does not, in the opinion of this CommIssIon, meet that burden of proof. The company
,

has not demonstrated that the percentage of avoided cost iM Aeeoun!s 8621, ealt

completion, £ll1d 6622, number servlCfJs, also applies to Accounts 6220, operator

systems and 6560, depreclationlamortization of operator systems. Neither has It

provided other proof that the current :assumptlon or any other assumptlona regarding

avoided costs that may reside in these accounts is valid and satisflet the burden of proOf

contemplated In the FCCls rules. Thc.rofore. on the basis of the exl&11ng record In this

case, the CommissIon reJeds AT&T"6 argument that these accounts are 75 percerlt

avoidable.
\

AT&T elso prop05ee that 20 ·peroent 01 Bel/South's costs In Accounts 6533.

testing. al1d 6534, plant administration expenses. be deemed avoidable. These accounts

-e-



I

FEB. 6. 1.997 12: 4SPf'l .. PSC 502 564 34eB

... '", 0" O' 3"MU'!-",,- ,I , I • 1 "
L., \,J 'J .' • '.. ..

I
PROM REGULATORY TO 914045295122 P014/016

!'Cl.2:93 P.1~

are ~onspecifiC plant ao:ounts and are'therefol'$ subject to the same restrlctlons as i

Aocounts 62.20 and 6560. AT&T's 'argument is based u"on Its estimate that ~

approximately 50 percent of Is overall teStIng and plant administration co8t& involve end- .

user testing and trouble shooting.' Based on this estimate of activity, AT&T opin.. that I

20 percent of BellSouth's costs in these accounts are 8volded.o AT&T notes that

8ellSouth provided no support for Its position that none of the costs in these accounts

are avoided and that BellSouth provides no response to AT&T's reasonable estimate that

20 percent of these costs will be avoided.

In denying AT&T's proposal to Include ~o percent of the costs In this account as'

avoidable, the Co;-nmission again relies upon the FCC's tinal rules that put the burden:

of proof o'r avc:dab:lIty on the ALEC. BellSouth is not required to establish that these

casts ace net avoidable. AT&T has not shown thai Its experience with mese expenses I

as a long-dist2nce earlier is necessarily comparable to BeI!South's experience with these:

expenses as an ILEe. Therefore. the Commission will not requIre that these accounts

be considered In determining tI:le wholesala discount rate.

Flnajly, AT&T proposes to cJassify as avoidable capital costs and taxes on capital:

related to genera! support assets. AT&T opine& that if ganeral support expenses are;

considered indirectly avoidable, then a portion of general support related investment

should be also avolded. AT&T contends that the CommIssion has already found that

BellSouth In fact will avoid certain Investment costs and cites Appendl)( 1A of the MCIJ

,
AT&,.,s Post-Hearing Brief, filed January 21,1997, at 21.

12.:. at. 21-22.

-1Q..
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eellSbuth Order In Case No. 96-431. AT&T Include. $5,010 million .a avoided retum t

and ihcome taxes. However, Appen~ 1A deals exclusively with openrtlng expenses :

and does not Include any Itwestment costs.
I

The Commisslon has already deerned Inappropriate AT&T's inclU'lon of operator'

system expense and depreciation In Its avoided co8t study; therefore, It is Inappropriate i

• _. i
to alloVJ a return and tax component for operaticn systems In the study. ATIT's study:

also d~{ermlnes the return and tax component on gross telephone plant in servloe. '

However. the rate of return methodOlogy used by this CommIssion determines a

company's appropriate net operating l~coroe and resulting revenue9 and expens.s on'

the basis of net te!ephone plant. AT&T's methodology is not consistent wIth that I,l'$d.

by thiSi Commissiol'!. The Commission will adhere to its usual methodology and wft1 not

include a return and tax component as an avoided cost in thls arbitration.

Based upon the preceding analysis, the Commission determines that the

appropriate overail wholesale discount rata Is 16.2S percent as shown In Appendix 1,

Consistent with Its dec:i5lon In Case No. 96-431. the Commission detennlnes that a

separate discount rate for residential and busines.s services Is appropriate and calculateS', .

the~ rates at 16.79 percent and 15.54 Percent. retsp&cttvely. as 8hown IYl Appendix 1A.
I

Ill, NOTICE TO WHOLESALE CUSTOMERS OF INTRODUC'fION
OF NE'v\' SERVICES, DISCONTINUANCE OF EXISTING
SERVICES, OR REVISIONS OF EXISTING SERVICES
{PARTIES' ISSUE '1}

AT&T states that it should reeetva notice of BellSouth's Introduction of n~
I

services and dIscontinuance or revision of existing services at the same time BellSou~

provides itself i'\Obce of such proposed changes. BellSouth has agreed to give 45-day&'

-11-
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notice. BellSouth also states that this ISsue ha5 been resotvad.10 How&ver, the record :

does: not InditiSte that the parties have't'9Qched agreement regarding AT&T's speclftc i
,

requ~st that the Commission require hlfSouth to notify reeellers at least 45 days prior'

to the effective date of the change or Concurrently wtttI' BellSOuth's Internal notlftcatlon i

proe;ess, whichever ts eariler.H

The Commission will require BeliSouth to provide 4.5-days' notIce to AT&T of new;

serviCes or the discontinuance or revrslons of eidstlng services. However, on a case-by-
,

case basis. should 45-days' notice of a change appear inadequate. AT&T may petition,

the CbrYl!'r\ission for additional time prior to the implemel,tation of the BaUSouth sarvJee!

changes. If this matter has been resolved in a different manner than stated herein, the'

Comrnissiotl wUl review the issue when the parties file 'their interconnection agreement.·

IV. REALMTIME AND INTERACTIVE ACCESS VIA
ELECTRONIC INTERFACES (PARTIES' ISSUE 5)

AT&T requests el~ctronlc interactive access to perform pre-ordering;, orderin~:

provisioning; rnalntsr\ancelrepalr; end billing BellSouth and AT&T seem to agree upon the

broad issues involved but to disagree on the details.

The Commission reoognlzes the Importance of real-time access In e competitive

environment and agrees thet BenSouth should provida this access. The F'CC's target dat$

10

1 ,

Be!ISouth Post-Hearing Brief, filed January 21, 1997, at 25.

m AT&T Post-Hearing 611e1 at 40.

-12-



G2-06-9: 01:26PM FROM REGULATORY I

• F'£B. ~.199? 12:4~ P5C 582 $4~ ,

TO 914045295122 P002/D1S

P.1?'/29

;
I
I
I,

, I

for'lueh ec:eess was January 1, 199'.u Accordingly, BellSouth should. In good faJtl?,
, i '

att8rnJ't to provide the access as soan'es possible. In the meantime, nmust offer AT&T
I \ •

an interim solution. Permanent solutionS should be avait~bleand'should be Jmplemented, I
, I

no faterthan June SO. 1997. lhe relultant costs Incurred by BeI1South should be borne by

the ALECs on afairly apportioned bssiJ. As competition develops. additional AlECe will
I

be tequlred to bear their portion ofthe'ccists.

The Commission addressed the
l
,issue of access to OJstomer recorda In Case No.
I

96-440,'~ and it adheres to that decision 'here. \Nhan wstomer information Is withheld from
,

an ALEC. a competitive dls:!dwl1ta~e: I!S cr~Uticad. To offer relief. the Commission has

concluded that an ALEC's provision of is blanket Letter of Authorization to the fLEe shall
I

be sufficient to allow the ALEC access ~o customer records.

V. PROPOSED REQUIREM6NT THAT SELLSOUTH ROUTE
CALLS FOR OPERATOR SERVICES AND OIRECTORY
ASSISTANCE DIRECTLY TO AT&T'S PLATFORM
(PARTIES' ISSUE 6)

AT&T argues that dIrect routing Is technically feasible and therefOre shoukf be

provided In the resale environment. AT&T says 13eflSouth ctln provide th~ capability by
I

I

using Its Advanced Intelligent Network C'AIN"). AT&T asserts that B$f1 Atlantic hIS .

I
I
I
I
I
I

I

I

\

:J

..

12

13

, I
I In FCC 96-476, !lJmtementatiOO of the Local CompetitIon erpyll!ons in thi
Te!ecommunl,a,tions Ad Qf jB.. CC Docket No. 9G..9B (December 13, 1996).
Paragreph 11, the FCC stated It does not Intend to initIate enforcement adlon
against ILEes that do not meet the 'January 1 date but are making good faith efforts
to provide the access "wIthin a reasonable period of tIme, pursuant to an
Implementation schedule approved by the relevant stete commIssion.II

:Case No. 9~AO. Petition by Mel !or Arbitration of Certain Terms and Conditions
of a Proposed Agreement with GTE South Incorporated Concerning Interconnection
and Resale urder the Telecommunications Ad. Of 1996, Final .Order dated
December 23.1996.

-13-
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: I
already agreed to provide this funet10n through its AIN by April 1997. While AT&T

,

acknowledges that 8witch9s provide bnly a finite number of Une alaSii codes, It argues
, I .

that they can and should be allocated to new entrahiS on a "flm come. first served"

basis. AT&T also states that the Coh,mission has already held, In case No. 96-431.
• I

that BeIlSouth should brand an calls when offering services for resale whe're technicallv
i

feaslbfe. AT&T asserts tnst the technology required to brand caJllS and to route carrs to
,

a provIder's operator services Is the sa'me sInce. In either ease, there ritust be a way to
I

distinguish AT&T customers from BeUSouth customers.
I

BallSoutn characterizee the requested capabruty as "local switchklg with selective
I
I

routing" and argues that tt Is technically unfeasiple, C~lng the limIted capacity of thlll

switehes. it argues. inter alia, (1) that 'JOe class codes for selectIve routing could not be

offered to all ALECs and limitation would be unfair to carriers who did hot receive the

fundion; i:lnd (2) that exhaustion 01 the swHch would restrici ilea service variations A1.ECs

could offer as weli as the ability c~ BeJISouth to provide new services. BellSouth also

I

says its e~isting AIN capabnities cannot provide the reQuested selective routing.

However. Bel/South explains that It is seeking a solution and urges the Commission to

deny AT&Ts r6~uest at this time.
i

The Commission has already cOncluded, In Administrative Case No. 3551'04 that,

it will inot re':!ulre lLEes to furnish resold'tariffed services minus operator services. The

Commission reaffirms that decision here, but notes that. if an ILEe and reselling ALEC

, Administrative Case No. 355, Order dated September 26. 1995.
!
i -14-
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reach a mutual agreement In regard ~o such servIce separations, the CommIssion wfll

acclept this indlvickJsl arrangement. .
, I

ttl however, en ALEC provides strvice through unbundled elements, an ILEe shall
I

proVide routing for the ALEC's eustbmers' c:aIlQ for operator services and dJrectDry
, I

assistance. If an ILEe .8serb thllt t~e service is not technically feasible, it bears th~

burden of proof before ti'le Commission.: BellSouth has not bome that burden in regard to
i

the 'routing issue In en unbundled element environment
\

VI. BRANDING (PARTIES' ISSUE 7)
i
;

As previously stated h&reiYtI th& C~mtttl$tlt)h d()el hoi r~~ulre ILECs to furnish
J

resold tariff services minus operator or directory assistance services, although If an ILEO
I

and an ALEC agree to a wholesale irate for a service without operacor services or
!

directory assistanoe services. the Comln'sslon will accept thel!' arrangement. If, on the
I

other hand, all ALEC provides the serviCe through purchase of unbundled elements, then
,

the IlEC shall provide customfzed routing for 0-1-,0-,411,.011, and 555..1212 calls. If
I

an ILEe asserts that customized caB routing is no'~ technically feasible. ft has the burden

,

: The FCC has concluded that :where operat~r\ call 'Completion or directory',
. ! .

assistance is part of a service or serviCe package, failure of the ILEe to comply with'
I

"I
I

-15-
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branding requests'presumptlVelyco~s an unreasonsbla restriction on resale exce~t

in lease; where it is not t6chnieally faa6\bla.'s Ina IlEe &hould. however. be
: i

compensated for costs Incurred In complying with branding requeSts by the oarrier which

I

ma~e the request ,
I

The Commlssfon finds, therefore, that In those Instances where b~ndlng of

operator services ia technically feasible. and where such branding is necessary for parity

of s'ervice. It should be provided. However, the Commission wllJ not raquire eensoutn
\ '

to brand directory assistance for AT&T because It does not brand its own. Should
I I

geIlSouth inItiate branding of Its directory assistance, It must also offer competitors the,

option to have their calls branded.

\t!here brandIng does take place pursuant to tha term. dEiscribed herein.

BellSouth shall determine the additicn8I'co~i: Ii will incur to prO\~d6 It anti shall bill AT&T

for such costs. AT&T or BeliSouth may petition the Commission for resolution of any

billing disputes.

VII. APPEARANCE OF AT&T 'ON BELLSOUTH'S DIRECTORY
(PARTIES' ISSUE B)

AT&T argues rts logo should be drspleyed on BeflSouth's telephone directories as
; I

BellSouthls logo Is displayed. However, this dispute Is no longer at Issue, since the
I i

CommIssion has arready addressed It By Order dated November 21, 1996, BeIlSouth

Advertising PublishIng Corporation rWCoi was denied intervention tn thIs proceeding.
, .

In that Order, the Commission noted that AT&T and other ALECs that have directory

l' 'm FCC Order, Paragraph 971.

..16-
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publication needs must negotfate and contract dfre~y wtih BAPCO. Aocordlngly, the

Comnllssion determined ~ would not address Issues InvoMng BAPeO In this proceeding.
. ; . ;

Finkny, according to the Information BApco has filed In this prOceeding, on August 14.

1996. It entered into a complete dIrectory publications agreement with AT&T. AT&T

hasl produced no new evtdence to Indicate that the CommissIon should reconsider Its

November 21, ; 996 decision,

VUI. ACCESS TO TEN SPEdFIEO UNBUNDLED NETWORK
ELEMENTS REQUESTED BY AT&T (PARTIES' ISSUE ;4)

Ai&T requests that BallSouth unbundle tan specific elements and their features,

funCtions. and ~pablliti91i. As AT&T states, the Commission has previoLlsly found that it
I

is teChnically feasible for BellSouth to provide thase eleme~t$.18 A mutual resolution has

b~n reaChed for elghi of ths l'et1OOsted tttah'leribs, whlla issues regarding the AIN and th&

Netwo1< Interface Device C'NIDt
') remain in dispute.

I

BenSouth agrees to provide unbundled access to its AIN elements; however, it

arQ~es that mediation devices are nece~s~ry to ensure t'\et'JJOrk ($liability and securlty.17

The Commissicn therefore requires AT&T to network through a medIation device for a 90

day period. If, durir'1g this period. AT&T exhibits Its ability to Interface relfably wfthln the

AJN net-Nork., use of mediation devices shan be discontinued.

"

17

~ AT&T Post·Heartng Brief at 41, ettinc the Commission's Order In Case No. e6­
.431, at 15.
I . :
. BelfSouth Post-Hoarlng Brief at 29,

-17-
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IX.

8ellSouth also raises the issue of safety and natwork reliability in regard to the
:,

. I

unbundling of the NID.11 AT&T has off9n~d B resolution of the safety issue. iS Safety
, I •

i i •

perforr'(li~nce and reliability are requIred by the Commission of all carriers. Therefere, the
I

Corhmission detennlnes that BellSouth $haU provide nondiscriMinatory ilCO!SS to the NID.
I

i
PRICES FOR EACH UNBUNDLED ElEMENT AT&T
HAS REQUESTED (PARTIES' ISSUE 23)

The parties have submftted cost ~udles which rely upon different m.\hodologles end

purport to calculate the foNlard ItKiklng ibml element long ruh inetetT1enUi/ COSt (''TELRJC")

of BellSouth's unbundled network elements. AT&T used the Hatfield model to derive its

estimates of BellSoutM's TELRIC element costs as did Mer In Ca$e No; 86-431. The

Commissior here reaffirms its decision in Case No. 96-431 not to use tha Hatfield mOdel

as it:S pr1m8~ methodology because 1t dOes not reflect BellSouth's actual network design

and tasting processes. BeflSouth's TELFUC studies use engineering procass models and

certain accounting data to estimate Its forward-looking rELRIC costs. The Commission
I

find;;, however. that the Hatfield rnodel is a useful tool which can be used as an

Independent estimate to check the rea~onableness of BellSouth·s TELRJC estimates,

partlCufe:i~' since the assumptions underlying the Hatfield model are availabl& for public

scrutiny.

,Because the arguments offered In this case do not differ in relevant substance
I
I

, I

from those offered in Case No. 9~31, the Commission sees no reason to revlaft the

111

19

'Bellsouth Post-Hearing Brief 8t 27.

AT&T Post-Hearing Brief at 43 (guaranteeing that it will use properly trained
technicians In grounding any Be1l50uth lOOps and win comply with the National
Electric Safety Code).

i-18-
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i88~es decided in that case and find., based upon the princIples discussed and th.
. i

decisions reached In that Order, 91i foAows:
, i .
I For the unbundled loop catego~. an $1B.20 rate should'be eet fur 2-wlre loops.

i

Frain this base loop rats, we foliow~ the relationship between BellSouth's 2-wlre
,

, I

TELRIC and the TELRrCs for other: loop categories. The $18.20 reconciles the

dlff~renoe between BeflSouth's loop ~tudY in Administrative Case No. 355 and that
I

sub~'1itted in this case. \NIthln 60 days of the data of this Order, B"USouth should,. ;

however, provide iELRIC studies for thOse unbundled networ!' elements for which It has

not provided a TaRle estimate, Inoluding me NfD and non-recurring t;harges.

Due to time constraints, the oomplexlty of BellSol!th's cost modele, and the
I

concerns discussed ful'Y In the final Order In Case No. 96431, the Commission will

I
conduct 9:fditional investigatIon, The unbundlad nen.vork eleiT.ent rates prescribed herein

I I

reflect the Commission's concerns regarding SellSouth's TELRIC studIes. ihe
I
I .

Commission has made temporary adjustments to Bel/Sollth's cost study ,&sults and hS$

I

set uhbundled neiwork element prIces accordingly. ~ Appendix 2. These rates are
. i

intended to be temporary pending fU~her Investigation of the TELRIC studiea and
I

pendihg ~on~id~ratiol"l of the e~"tent t6 whioh nonwtraffic sensitive C'NTS") and NECA

universal service payments may support
i
local service cost recovery. To the extent that .

adjUstments to costs and prices are wa~rant9d, the Commis.;ion wilt cor.duct a true-up
I ,

on a ~rospective besls,
i
! In setting inftial prices for unbundled elements, the Commission adhered to the

folloWing piinciples first adopted in Case No, 96-431: if BeUSouth h&s furnished a

-19-
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I,
I . .

TELRIC stud~'1 the price Is squaf to reLRIC; if no BeIiSOuth TELRIC hu been fumlahed,
I ' I

we'looked to AT&T's Hatfield TaRle: 'if neither B9I1South nor AT&T TelRIC study w.
rel~vant, we looked to BeIlSouth's prO~$ed true-up price; and if :nooe ()f the above wat

I

available, we looked to BellSouth's eXIsting tariffed rate.

Finalfy, the recovery of NTS revenue streams Is also of concern to this
,

Commission, In Administrative Case No. 355, the Commission signaled 1te intent to

allow LEes to continue to recover their NTS revenues, currently recovered through to'!
: I

and: access c:harg~s,'1h~ugh B universal saNies fund. Soma years ago, each lEe's
; I

NrS revenue requirement was residually calculated and was intended 10 support local, .

I

serVice. The Commis$lon doe:s not, however, intend that IOCiiI $orvtr» Q06~ currontiy

beinb recovered through acces8 charges and uttimately through the universal service
I

fund will be recovered twice.20 After ~xaminin9 BellSouthls cost studies and pricing

prop6sals, the Commission cannot ascertain whether or how these local satvice costs

have been considered. This issue will flgure prominently in the CommIssion's upcoming

inve~igatlon.

X PRICES FOR CERTAIN SUPPORT ELEMENTS
RELATING TO INTERCO~NECTlDN AND NETWORK
ELEME~JTS (PART1ES' ISSUE 26)

. i
AT&T asserts that access to poles, conduits, ducts, and rights-of-way shOUld be

I

priced at TELRIC plus a reasonable allocation of fol'Ward-lookirig joini and common

lO
1 :

:The Commlssibn has reliated ooncems regarding NECA support payments and the
extent to which local service costs 'ere recovered In those.

:-20-
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co... AT&T also asaerts that BeltsOuth should be requked to produce adequate cost
\

. do~umentation to 9nlblo the comml~lon to 8&1 cost..basGd pri08li.

~ISouth proposes that eBtabnJhed tariffed or contract prices should be used for

exitting support functions or services
l
and th:at, to the extent a naw support functlcn 1$

t t :

ne~essafY. the price should be set ~t cest pius 8 reasonable profil the parties al80
, I

dll;;&gree on terms for interim number:poriabil~' and physical collooatiofl.

Thg Commission finds that the ra1es for access to poles, duets, conduits, and rights.
, ,

of..way should be developed consistently \Jolith prirtdples found at 47 U.S.C. Section 224{d).
" ',

In addition, the Commission reaffirms'its decision in Casa No. 96-431 that each LEO
,

should bear its C'Nr1 costs for providing remote call forwarding as an interim number
, \'

portsbility option. Flnall~', the Commission finds that the COStS for physical collocation on

Br;I\SoLrth's pre!'nises should be based bn comparable prices for leased office space per

squsre foot.

XI. LIMITATIONS ON AT&T$ ABIUTY TO COMBINE
UNBUNDLEO NE'lWORK ELEMeNTS WITH ONE
ANOTHER. WITH RESOLD SERVICES, OR WITH
AT&T'S OR A THIRD PARTY'S FACILITIES
TO PROVIDE TELECOMMUNICATIONS SERVICE
(PARTIES· ISSUE 15)

AT&T states that the Commission has already decided that BeliSouth may not
I '

restrir:t a n&w entrant's ability to "combine network elements with enti another. with
I,

resold services, or with fts own or 15 thlfd party's facilities.,121 AT&T is oorre:;;t that the

Comrhisslon has ruled that BeflSouth ~ust, in accordance with the Act, at Section

21 \ '

'AT&T Brief at 12. cIting Case No. 96431. Final Order dat9d December 20, 1996.
at 20-21. '
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i ,

261(c)(3), provide network elements '''In a manner that allows requesting carriers to
t •

combine ~uch siemens In ordar to provide suc.~ telecommunications &ervice." The
. I

Commission affirms that decision h~re and rejects 8enSouth's argument that the
J

purchase of elements to creste service: pursuant to Section 251(0)(3) Must be prIced at

the :rete for purohase of service for re~ale under Section 251(c)(4). However, AT&T is

incdrrect in a55etrting that the CommJasJOn has ruled thBt new entrants must be permitted

to cOmbine network elements purchased from BellSouth with resold servlce&.

AT&T may combine network e~errts, whether those elements are its own or ar~

pUfCjhasecl from 8ellSouth, in any manner it ahooses to provide service. if AT&T wishes

to purchase service for resale from BeUSouth pursuant to Semion 251 (o)(~·), It purchases

the entire GaNice as is and at the resale rate,

XII. \NH!:THER BELLSOUTH MUST MAKE RIGHiS-OF~WAY

AVAILABLE TO AT&T ON TERMS AND CONDITIONS 11
J:l~OVlbES YO ITSEL~ (PARrIeS' ISSUE 1e)

8~IIS:)tIi:h and AT&T agree that ~tlt-of-way spaca should not be I eserved by any

party and that available space should De allocated on a "first come, first servedll basis.

However, BellSou11'l believes, as AT&i'does no~ that it should hot be ,'equired to give

ac:ee~ to its maintenance spere at any time. A maintenance spare is space resenred

on a'pole or in a conduit on which 8en~outh can place faoilities quIckly in response to

an emergency such 89 that created by a cut or destroyed cable. BellSouth argu6$ that
I

exterislve delays In service restoration could result If BellSouth's maintenance spare Is ,
i

forfeited. AT&Ts position 1& that there should be a common emergency duct at1d Inner:
I

I I
duct for Use in emergency service restoration situations. AT&T does not discuss I

,

\

\
1
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m~'ntenanoe spares attached to PO~eI. Ai&T also propo~ a priority restoration
,

schedule.
• I .'

Because the Oommlsslon beIIe~ interrupted service must be promptly restofeQ.
I

It wtll not order aelSouth to forfeit Its maintenance spares. Neither win \he Commission

ord~r th~ arrangeMe~t promoted by ~T&T sll"tei the:. n~6d fot aooe8& ,to maintenance.
capsbllities relative to cable restoratJdn IE: only required when an ALEC has placed Its

oVJri cable, a situation which has not yei arisen. Complaints or further col'\$ideration of
,
I

AT&rs proposal \Nil: be considered as ALECs beg!n to run theIr own ce.bie. In addition,

because the restoration plan used bV BellSouth in the past meets the Commission's

minlmutTi requirements, no modified plan need be established.
,

Other proposals made by AT&T are as follows: (1) occupation of specific pole,

attachment and duct space should be. determined by joint engineering arrangements
I •

between AT&T and BellSouth: (2) AT&T should be permitted to lash its cable to the
I
I

existing faclrrties of other carriers as well'as to its own: (3) BeIlSouth should advise AT&T
. I

of en\'ironment9l, health and safety irtspections; (4) manhole space for racking and

storage of cable should ba provided; and (5) BeliSoulh should acknowledge the
. I

presence of environmental contamlnan~ in its conduit system.
,

Pursuant to federallfIW. ILEes m~ provide to ALECs the aame eccess to rights­
!

of~way that they provide themselves. Th~ mandate encompasses aU of the above Items; .
I

therefore. It is not ~e"'-e&Qary to add~s each issue Independently. BellBouth must

provide the same I'ights..of-way access. notifications snd arrangements to competing I

. i

carriers as It provides itself. Should Instance arise where AT&T or allY other AlEC

-23-
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XIII.

I
, i

ben~ves discrimInatIon hIS occurred, ~he com"talnt IJroC&S$ is available to resolVe the
I
i

ACCESS TO UNUSED kNSMISSION MEDIA
(PARTIES' ISSUE 19)

Unused transmission media con~Jtu(e a valuable: resource to the pubRc switched
I

, 1

netWork. and therefore AT&T should h~ve the right to lease or buy It frorn BellSouth for

the provision of telacomrnul'lications J-viceti,. The Commission orlglnallv concluded in
I

Case No. 95431 that the ALEC ShOlJd begin construction using any requested fiber
I

, I

wIthIn SOl (6) months of the executior1 of a lease or bUy contract. The CommIssion

further concluded that the ALEC should not propose to lease- or buy unusaJ transmission
I

i
medIa fur future unspecified use and that BellSouth should not refuse to lease or seU it

I

to the ALEC without legitimate businasspur;Joses, However. in Case N~. 96-43,.2% the

Commission amended its decision to state thett, jf BellSouth refuses a reQuest, it should
I

show that it will need this unused transmiss;on rrll~~dia within three (3) years rather than

I

the ·nve (5) years specified In the December 20, 1900 Ordar.
1

1

The Commission regards unused transmission media as. a pathway for

telecommunications service such as a pole. duet. conduit, or right-of-way. Therefore.
I

unused tram~mission media Is neither an unbundled element nor a telecommunications
I .

serviJe available for resale. Because aflts nelther of these definitions Ii shall nat be
, ,, ,

J'riced as such, The parties are free :to negotiste rates and may bring complaints
I . i

regarding unfair pricing or restrictions of U&e to the Commission.

"
I

:!
~. 1

I

22 I

.Case No. 96-431, Order dfilted January ~91 1997.
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I
XIV. PRICE FOR CAlL TRANSPORT A.~D TERMINATIONIBILL

AND KEEP (PARTIES' ISSUES 24 AND 25)
I

AT&T argues that the price for~9 transport and termination of IoQaI traffic should
, ., .

! i I

be $et at TELRIC. BeliSOuth argues thst TELRJC I)rioil'lg is inappropriate and that the,

ratel for tram~port and termination s~uld be established to recognize local traffic's
. .

rela~ionship to intrastate switched QcOsSS bac:ause local \\1tereonneetiot\ provides the
I

same functIonaUtles as switched atiCieSs.

TIle Commission has concluded ~at IntBroonnectiot) should bs prl~d It cost "'US

a reasonable proflt based on Section 252(d)(1) of' the Act. Thus. the pricing for

termination of loca! calls should be at TELRIC so that this compensation is based on

actual cost instead of upon sUbsidies thai are present in existing rates.

:he Commission has stated that "the market will be best telVed by swift

development of the necessary recording and billing arrangements to provide reciprocal

compensation among local carriers::3 Thus, the Commission will require reciprocal

compenS:2tic:'r\ unless the two parties agree to CI bill and keep arrangernen( not to exceed

one year.

xv. \I\IHETHER BEU.SOUTH MUST PRICE BOTH LOCAL
A~JD LONG DISTANCE ACCESS AT COST (PARTIES' ISSUE 27)

AT&T argues 'that because access, whether local or Icng-dlstancr:, is it "network
I

elem~tll pursuant to the Act. It must be sold to AT&T at the cost-plus formula provided

in Seotion 252(d)(1) of the Act. However, Section 251{c)(2) of the Act specifically

. requires ILECfa to Interconnect With cth3r currier; for the "transmlssion and routing of

...
I

,(

23 I

Case ~Jo. eS-431. Order dated January 29. 1897 at 10.
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why Section 251(0) should be interpreted to Include longo.<listanoe access as will aI

I

iatePhone e~chang8 service and exhhange access.1I AT&T offers no convincing reason,
I

~ . .
~)(chalige servi9". Furthermore,~ FCC has previously decided that if an IXC requ~st8
I : .

interconnection to originate or terminate Its Interexchange traffic, it is not entitled to

fl!tcelve interconnection pursuant t~ Section 251(c)(2). Accordingly. the Commission

sgrees with Bel/South that this issue is beyond the scops of this arbitration proceeding

and dismisses it from consider.tion.
. .

XVI. RATES FOR COLLECT, THIRD PARlY, AND
I"''TRALATA CALl.S (~ARTIES' ISSUE 29)

,

AT&T proposes that Bel/South be required to use the Centralized MeSsage

Dlstributi~n System ("CMOS·) process currently used on "n interLATA :Jasis for billing c:i

intraLATA collect. third-party, and calling card calls where all such ~lIs a,'e billed at t~e

originating service provider's rates.

Bel/South maintains that a regional system for processing these types of calls does
I

not exist today and that BellSou~h can O:1ly bill its own retail rates for these calls becau(:e
I

it has no access to AT&'"'s rates. BeliSouth eays it will provide AT&T the requested

capabilities. on a state-speoific level. but cann~ at this time, do so regionally.

The Commission finds it inappropriate in this proceeding to tequlre reg'on~1

untformlty through implementatIon 'of CMOS in the manner proposed by AT&T.

A~rdingly, BellSouth may bill Its own :rates for intral.ATA collect and third number call$.



Q2-0o-9 7 Gl:39p~ FROM REGULATORY I

Fa. 611997 1:C!l2PIf ,'. 'psc 55iJz 564~
• !

I
I

TO 914045295122 P002i012
1,

NO.294 P.3/13

XVII. APPROPRIATE CON~RACTUAL TERMS AND CONDITIONS
INCLUDING DISPUTE RESOLUTION, PERFORMED
REQUIREMENTS, UAt:lILITVIlNDEMNITY, SPECIFIED
"DIRECT MEASURES !OF QUALITY,· EXPLICIT ASSUMPTION
BY BELLSOUTH OF ~ESPONStBILTTY FOR CAUSING
AT&T UNCOLLECTIB~ES (PARTIES' ISSUES S. 4. 29)

The Act requires, at Section: 251 (C)(2)(C), that ILECs muat provide service 'to
I .

~uesting earners "that Is at least eq~al Ii" qually to that provided by tile local exchange
1

c~rrler to its,,1f or 10 any sUbsldiary~ affiliate, or any other party to which the carrier
. !

I I

provIdes interconnedion," Issues nurtlb&red 3, 4, eil1d 29 ~f the Joint issues List deal
I

I
wtth demands made by AT&T that' It says are necessary to ensure that B8IlSQ~h

complies with its responslbnlties unde/ the Act. AT&T asks Tor specffiecl DIrect Measures

of :Quality; terms to 'ensure that Bel~South wiD assume responsibility for it~ errors in

causing AT&T unbHlable or uncollekible revenues; and terms providing for dispute. I
I
I

resolution, performance requirementS, al"ld liability and indemnity.
I

I
AT&T argues that. since BellSouth has a monopoly, AT&T can only look to It to

, I

pu~hase service for resale, intercorinectlon, or unbundled elemen~. Consequently.

AT&T concludes that meohaniame must be in place to ensure that Ber~South complier:;
i

with the Act.
I ,

. I
The Commission agrees that nttgotlated tenns for Elltemattve dispute resolutlonJ

. 'I ;
objective measurements of the partles'expectations, and mutuaillabnlty provisions mav

be ~seii..ll to both parties to any contrad. HO'Never, tt Is unnecessary for the Commission
• I
, I

to require any such terms and condition~. The service parity requiremer,ts of the Act ar~
I I
I .

clear, and BeIlSouth has not indicated that it wfll fail to sbide by them. There is no
I I

reas6n for this Commis!ion to aesume
l
that BellSouth will not in good faith comply wit~

I

-27-
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,~ obligatIons under the law. Should problems arise regarding the quality of s8Nica
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provided, AT&T may bring'the matter to the Commission'; attention.
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I

Having revlfNled the record ~nd havihg been otherwise sufficiently advised I the
I

06mmlssiol1 THEReFORE ORDERS that

i . The parties sheJl renew their negotiations ic complete their agreement, In

aecordanee with the prlnciples and rtmitatlons described herein.
i

2. Best and final offers on terms which are encompassed within the arbitrated

iG~ues and upon which the parties remain unable to agree shall be filed within 30 days

of1the date of thl~ Order.
!

3. Additional cost studies ~quired to complete the Commlssiol1's investigation

into appropriate prioing as discussed: herein and In the final Order in Case No. 96-431

shall be filed by BellSouth within 30 days of the date of this Order.

Done at Frankfort. Kentucky, this 6<:h day of February, 1997,

By the Commis&ion

i

DISSENT OF CHAI~ LINDA K. BReATHITT
I

respectfully dissent from SeCtIon XI, Parties' Issue 15 regerdlng pricing of
. i

I I

recombined ne..v.roJ1( elements. My rationale is set forih in Case No, 96-431, Petition by
i

Mel! for Arbitration of Certain Terms and Condiiiol1$ of a Proposed Agreement with;
; \

BellSouth TelecommunlcatJons, Inc. Concerning Interconnedion and Rasals under the;
I ,

! :
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Telecommunications Act of 19ge, Order dated January 29, 1997 (Linda K. Brelthltt,
I

~issentlng).

ATIEST:

~~H.~
Ex~cutA'e Di~or

I

~':Mu~n l(are III
Chairman


